G.D. 17

MEMORANDUM

To: Board of Regents
From: Board Office

Subject: Budget Ceiling Adjustments for FY 2000 and Conceptual General
Fund Operating Budgets for FY 2001

Date: May 8, 2000

Recommended Action:

Receive the summary budget information for FY 2000 budget ceiling adjustments
and FY 2001 conceptual budget presentations and then refer to individual budget
memoranda 17a through 17h for specific Board actions.

Executive Summary:

FY 2000 - Budget Ceiling Adjustments

Board policy and Strategic Planning Goal Action Step 4.1.1.5 require the Board to
approve all budget ceiling adjustments. Budget ceiling adjustments are implemented
to recognize any new revenue or expenses incurred in the current fiscal year. By lowa
Code, additional fiscal year revenues are not allowed to be carried forward to the
following fiscal year for expenditure. If an institution anticipates revenues in excess of
the Board-approved budget, the institution must present a request for a budget ceiling
adjustment to the Board, in May pursuant to the Procedural Guide, to be allowed the
opportunity to expend the unanticipated funds in the current fiscal year.

This month, four of the five Regent institutions are requesting FY 2000 budget
ceiling adjustments for revenues not previously anticipated. In February 2000, the
Board approved revised institutional budgets to reflect the FY 2000 deappropriation
(HF 2039) that reduced Regent appropriations by $3.4 million. The budget ceiling
adjustments increase the budgets as revised in February.

Original Budget Revised
FY 2000 Budget Ceiling FY 2000
Budget Ceiling Reductions  Adjustments Budgets

(July 1999) (Feb. 2000)  (May 2000) (May 2000)
University of lowa: General Education $396,365,060 $(1,153,376)  $1,700,000 $396,911,684

University of lowa Hospitals & Clinics 416,706,000 - 11,275,500 427,981,500
lowa State University 380,532,823  (1,320,567) 700,000 379,912,256
University of Northern lowa 123,814,514 (446,351) 2,000,000 125,368,163
lowa School for the Deaf 8,423,409 (40,631) 44,170 8,426,948

lowa Braille & Sight Saving School 4,751,995 (22,358) - 4,729,637
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FY 2001 - Budget Presentations

Strategic Planning Goal 4.1.1.0 requires the Board annually to review and approve
institutional resource allocations and reallocations consistent with the Board and
institutional strategic plans. In accordance with this goal and the Board's budget
process, budgets are presented to the Board at various times before final approval
IS requested.

In previous years, the institutions presented preliminary general fund operating
budgets, with specific planned expenditures, at the May Board meeting. This year,
however, the specific budget information could not be completed in time following the
legislative session (Regents appropriations were one of the last items approved).
Accordingly, the institutions will present conceptual operating budgets that provide
overviews of institutional planning as it relates to strategic planning, legislative action,
and major budgetary decisions. Individual conceptual general fund budgets are
presented in the docket memoranda (17a through 17h.) The Board then has the
opportunity to review the budgetary concepts and provide direction to the institutions
before detailed preliminary budgets are submitted for the June Board meeting.

In June, the preliminary general fund operating budgets for FY 2001 will be presented
with budget dollars and greater detail about program directions toward strategic
planning goals. In July, the final FY 2001 operating budgets will be presented to the
Board along with restricted fund budgets for approval.

Background:

Budget Ceiling Adjustments

During the 1970's, the Board assumed responsibility for budget ceilings through its
statutory authority to direct institutional expenditures. In May 1979, the Board
established its current procedure for approving the institutional budget ceiling
adjustments. Regent Procedural Guide 87.04 requires that Regent institutions docket
proposed changes in budget ceilings of general fund operations for Board approval
prior to institutional action modifying their obligations.

lowa Code 88.33 requires that no obligation shall be incurred or created subsequent
to the last day of the fiscal year for which an appropriation is made. Certain exception
to these provisions include repair projects, purchase of specialized equipment and
furnishings, and other contracts for services and capital expenditures, which were
committed and in progress prior to the end of the fiscal year.

The institutional requests for budget ceiling adjustments are normally presented to the
Board for approval in May or June to allow the institutions the opportunity to expend
these unanticipated funds.
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Budget Presentations

General fund operating budgets encompass all basic operating funds of an institution.
There are three primary revenue sources that make up university budgets: state
appropriations, federal reimbursements, and tuition and fees. The major source of
funding for the University of lowa Hospitals and Clinics is sales and services revenue;
only approximately 7% is derived from state appropriations. The special schools
primary source of revenue is state appropriations.

The institutional budget presentations will be focused on strategic planning,
reallocations, and revenue sources.

Strateqic Planning

The Regents view strategic planning as essential to effective governance of the
institutions. Through these strategic plans, the Board strives to make lowa public
universities and special schools the premier institutions of their type. The budgets of
the Regent institutions are based on the strategic planning goals of the Board and the
institutions. The Board's budget process for the institutions incorporates strategic
planning, reallocations, state appropriations, tuition and fees, and enrollments.

Reallocations

In 1996, the Board approved a five-year program requiring institutional reallocations of
at least 2% per year in order to promote strategic planning goals to increase
effectiveness and efficiency. Reallocations are based on changing needs identified
by the institutions in accordance with objectives set out in the strategic plans. The
institutions use the reallocation process to implement new systems, reflect
outcomes of academic as well as non-academic programs, improve services, and
fund program enhancements by redirecting resources to signify appropriate and
efficient stewardship of resources.

State Appropriations

Once the Legislature and the Governor have finalized state appropriations for the
Regent institutions, the institutions incorporate the appropriated amounts into the
budget. For information on FY 2001 appropriations, please refer to G.D. 9, Report
on Legislative Session. Historically, the state has provided a stable revenue source
from state appropriations which has contributed to a relatively lower reliance on
tuition revenues.
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Tuition

lowa law requires the Board to have a policy for the establishment of tuition rates
that provides some predictability for assessing and anticipating changes. Consistent
with this requirement, the Board’s tuition policy provides as follows:

Resident undergraduate tuition at the Regent universities shall be set
annually to keep pace with the Higher Education Price Index and to
provide support to finance university programs at levels sufficient to
implement the Board’'s aspirations for excellence as outlined in the
Board’s strategic plan.

In October 1999, the Board established tuition rates for the academic year 2000-2001
with a base increase of 4.3%. The anticipated tuition revenue increases are also
integrated into the budget presentations.

Timing of Budget Process

The conceptual operating budgets for FY 2001 are being presented to the Board in
May for review and discussion. While this process is modified from previous years, it
should provide the Board with a broad view of each institutional planning process, with
a focus on strategic planning and major budgetary decisions. The process also
provides an opportunity for the Board to raise questions, request additional
information, and indicate priorities.

The detailed preliminary budgets, submitted to the Board in June will reflect the
Governor’s action on the appropriations bills affecting the Regents, the allocation of
salary appropriations, updated revenues estimates, and any revisions in institutional
priorities based on Board comments and actions at the May meeting. Following
presentation of the preliminary operating budgets in June, the institutions will
determine specific salaries for each staff member and finalize funding to colleges,
academic departments, and support and administrative units.

Capital improvement plans and allocations of capital appropriations for FY 2001 will
be presented to the Board in June in addition to the FY 2001 preliminary operating
budgets. The final FY 2001 operating budgets will be presented to the Board in July
with restricted fund budgets.

Mo g Bontricirrs poyoves: Tkt

Deb A. Hendrickson Frank J- Stork
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Table 2
TRI-STATE GRADUATE CENTER
FY 2000
FY 1998 FY 1999 FY 2000 Revised
Actual Actual Budget Budget
INCOME
State of lowa $ 79,198 $ 81,716 $ 83,778 $ 83,778
State of Nebraska 41,200 42,435 43,708 43,708
State of South Dakota 3,340 3,183 3,278 3,278
Wayne State College
Interest & Miscellaneous 3,340 3,516 3,100 3,100
Total $127,078 $130,850 $133,864 $133,864
EXPENSES
Shortfall - FY 1994
Salaries and Benefits $ 78,217 $ 80,147 $ 86,176 $ 86,176
Insurance (Property) 500 388 500 500
Rent 3,600 3,600 3,600 3,600
Dues & Subscriptions 412 475 650 650
Advertising & Promotion 8,863 11,630 11,000 11,000
Postage 5,494 4,678 6,000 6,000
Telephone 2,937 3,864 4,000 4,000
Printing 9,717 11,029 11,000 11,000
Office Supplies 1,961 1,853 2,000 2,000
Board Meetings 674 533 600 600
Travel & Training 2,470 2,577 3,000 3,000
Administration (SIMPCO) 6,000 6,000 6,000 6,000
Library Research Services 1,000 1,000
Facilities Improvement 4,000
Executive Director Search 2,000
Equipment and Maintenance 12,734 3,480 1,900 2,211
Total $133,579 $130,254 $137,426 $143,737
Revenues over Expenditures $ (6,501) $ 596 $ (3,562) $ (9,873)
Fund Balance - Beginning of Year $42,313 $ 35,812 $ 36,408 $ 36,408
Fund Balance - End of Year $ 35,812 $ 36,408 $ 32,846 $ 26,535 !

! Includes $1,000 in Restricted Facilities Development Fund created by the Board of Directors Executive
Committee in January 2000, and reaffirmed by the Board in February 2000.

h/bf/2000/00maydoc/maygd17fattl.xlstri-state 5/9/200010:53 AM
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